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  This paper presents a study to investigate the effect of world’s financial turmoil on performance 
of  petrochemical  firms  listed  on  Tehran  Stock  Exchange  (TSE).  The  study  designs  a 
questionnaire in Likert scale and distributes it among 87 selected people from 250 existing 
experts who were active in TSE. The study considers four groups of questions associated with 
liquidity  ratios,  operating  ratios,  leverage  and  profitability  ratios.  The  questions  consider 
whether financial turmoil has influenced on these four groups of financial ratios or not and the 
results  have  been verified  using  t-student test. According  to  our  survey, although  financial 
turmoil does not seem to have any important impact on operating ratios in this sector, the chaos 
has  influenced  on  other  three  financial  ratios  including  liquidity,  leverage  and  profitability 
ratios.        
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1. Introduction 
 
During  the  past  two  decades,  world  economy  has  experiences  different  financial  crises  such  as 
September 11 incident (Borio, 2008; Park et al., 2008) or 2008 financial turmoil in United States 
banking system, which has motivated banking industry to monitor risk factors more closely. There 
are  also  various  studies  associated  with  the  effects  of  financial  crises  on  world’s  economy. 
Morshedian Rafiee (2012), for instance, presented a study to measure the risk of some private banks 
in Iran using Value at Risk (VaR) method. The proposed study collected the necessary information 
for the fiscal year of 2010 and analyzed them based on regression analysis. The study divided the 
financial data into two groups where the financial data of the first half of year was considered in the 
first group and the remaining data for the second half of year 2010 was taken into account in the 
second group. The implementation of VaR method indicated that financial risks increased during the   2636
time  horizon  and  implemented  linear  regression  method  where  independent  variable  was  time, 
dependent variable was the financial risk, and the results confirmed their results.  
Wagner  and  Winkler  (2013)  provided  some  empirical  evidence  on  credit  growth  patterns  of 
microfinance  institutions  in  the  early  2000s.  They  reported  that  microfinance  was  vulnerable  to 
financial turmoil and in the global financial crisis credit growth dropped, sharply. In addition, the 
crisis effect was more severe when institutions had been active in tapping domestic and international 
financial markets for funds and had operated in countries experiencing a severe post-crisis recession.  
Chen and So (2002) investigated the relationship between exchange rate variability and the volatility 
of the returns of US multinationals using a sample of US multinationals with sales in the Asia-Pacific 
region. They tried to find out how exchange rate fluctuations around the 1997 Asian financial crisis 
had influenced the sensitivity of those firms to stock market risk. They reported that increases in 
exchange rate variability during the crisis were related to statistically significant increases in stock 
return volatility for the multinationals.  
Tennant  (2011)  analyzed  the  results  of  a  survey  of  284  Jamaican  businesses  and  detected  the 
responses  to  the  crisis  that  were  viewed  as  most  likely  at  that  stage,  and  implemented  logistic 
regression techniques to analyze the factors most likely to precipitate various kinds of responses. 
According  to  Klingenberg  et  al.  (2013)  operations  management  designs,  schedules,  and  controls 
organizational  processes  could  increase  productivity  by  using  different  methods.  White  (2008) 
explained that while it is tempting to concentrate on new financial innovations in helping explain 
recent financial turmoil, more traditional causes should not be overlooked and we need to carefully 
monitor economic figures reported by financial houses. Chen and Alfaro (2010) discussed surviving 
the global financial crisis by investigating foreign direct investment and establishment performance.  
Bahiti et al. (2011) investigated the effect of the latest financial crises on a bank-based financial 
system  for  a  case  study  from  Albania. Berger  and  Bouwman  (2013)  investigated  how  capital 
influences a bank’s performance  and how this impact differs across banking crises, market crises, 
and normal times, which happened in the United States over the past quarter century. They reported 
that capital helps small banks to increase their probability of survival and market share at all times 
and capital enhanced the performance of medium and large banks primarily during banking crises. 
Erkens et al. (2012) investigated corporate governance in the 2007–2008 financial crisis by looking 
into some evidences from financial institutions worldwide. Gros and Alcidi (2010) investigated the 
effect of the financial crisis on the real economy. Abdelbaki (2010) evaluated the effect of the global 
financial crisis on GCC countries. Sufian and Habibullah (2010) evaluated the impact of financial 
crisis on bank performance by looking into some empirical evidence from Indonesia.  
2. The proposed study 
The proposed study of this paper investigates the effect of world’s financial turmoil on performance 
of petrochemical firms listed on Tehran Stock Exchange (TSE). There were 250 experts and analysts 
in the field of Iranian petrochemical industry. Therefore, we use the following formula to calculate 
the minimum number of sample size, 
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where  N  is  the  population  size,  q p  1 represents  the  yes/no categories,  2 /  z is CDF  of  normal 
distribution and finally   is the error term. Since we have  96 . 1 , 5 . 0 2 /    z p and N=250, the number 
of sample size is calculated as n=87. The study designs a questionnaire in Likert scale (Likert, 1932) 
and distributes it among 87 selected people from 250 existing experts who were active in TSE. The 
study considers four groups of questions associated with liquidity ratios, operating ratios, leverage B. Eslami et al.  / Management Science Letters 3 (2013) 
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and profitability ratios. The questions consider whether financial turmoil has influenced on these four 
groups of financial ratios or not and the results have been verified using t-student test.  
The proposed study considers the following four hypotheses, 
1.  The world’s financial turmoil influences positively on the performance of petrochemical firms 
listed on Tehran Stock Exchange (TSE) in terms of liquidity ratios.  
2.  The world’s financial turmoil influences positively on the performance of petrochemical firms 
listed on Tehran Stock Exchange (TSE) in terms of operating ratios. 
3.  The world’s financial turmoil influences positively on the performance of petrochemical firms 
listed on Tehran Stock Exchange (TSE) in terms of leverage ratios. 
4.  The world’s financial turmoil influences positively on the performance of petrochemical firms 
listed on Tehran Stock Exchange (TSE) in terms of profitability ratios. 
 
To examine these four hypotheses, the study has implemented t-student test. Table 1 demonstrates the 
results of our investigation. 
Table 1 
The summary of testing four hypotheses of the survey 
Hypothesis  From  To   t-value   P-value  Result  
1  World’s financial turmoil   Liquidity ratios  0.63  0.016  Confirmed  
2  World’s financial turmoil   Operating ratios  0.47  0.25  Not Confirmed 
3  World’s financial turmoil   Leverage ratios  0.48  0.022  Confirmed 
4  World’s financial turmoil   Profitability ratios  0.42  0.048  Confirmed 
 
As we can observe from the results of Table 1, although the recent US financial turmoil did not have 
any  impact  on  operating  ratios,  the  world  financial  crises  has  influenced  other  three  ratios  in 
petrochemical industry according to our survey.  
 
3. Conclusion 
In this paper, we have presented an empirical investigation to study the impact of recent financial 
crises on petrochemical industry whose shares were traded on Tehran Stock Exchange. The survey 
has designed a questionnaire in Likert scale, distributed among some experts in this industry and 
analyzed the results using t-student test. Based on the results of our survey, it is determined that 
liquidity  and  leverage ratios as  well  as  profitability ratio  have the capability  to be  impacted by 
world’s  financial  turmoil.  However,  there  was  no  evidence  that  world’s  financial  turmoil  could 
influence on operating ratios. In terms of liquidity ratio, despite the fact that the financial crises 
occurred four  years  after  accomplishment of  this  survey but  the sector  is  still  suffering  the  bad 
consequences. In order to reduce the effect of such in future, the industry needs to increase current 
assets especially through cash or short investment. 
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